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NOTICE TO USERS

The quality control standards committee intends that this
checklist be used as a tool by trained personnel in reviewing
working papers and reports of audit engagements in connection
with technical standards reviews provided under the AICPA
voluntary quality control review program for CPA firms.
Such
reviews are confidential consulting reviews that result in
an oral report by the reviewers.
The checklist is also avail
able upon request, for purchase by AICPA members subject to
their recognition of the following:

1.

This checklist is a "tool" and in no way represents
official positions or pronouncements of the AICPA.

2.

It is intended as a guide rather than a fixed program,
and in application it will probably require some mod
ification depending on the size and nature of the en
gagements being reviewed.

3.

Pronouncements issued after preparation of this checklist
will also require that it be modified accordingly.

4.

The checklist should be used by persons having expert
knowledge of generally accepted accounting principles
and auditing standards and preferably by someone who
has had experience in reviewing reports and working
papers.
An untrained person may find the checklist
confusing and reach results and conclusions that may
be meaningless or perhaps misleading.

5.

The checklist was developed for use in reviewing engage
ments of general "for-profit" companies and probably
will require extensive modification if applied to en
gagements of "not-for-profit" organizations and companies
in specialized industries.

The committee welcomes and appreciates comments and suggestions
about the checklist and its use.
Comments by qualified users
can be of valuable assistance in updating the checklist and
administering the program.
Your comments and suggestions
should be sent to the American Institute of Certified Public
Accountants, 1211 Avenue of the Americas, New York, New York
10036, Attention:
quality control review division.

TITLE SHEET

CPA Firm Reviewed:

Office (if more than one):

_______________________________

Name of Audit Engagement Reviewed:

Date of Financial Statements:

(NOTE)

Date of Report:

_______________________________

Date Review Performed:

_______________________________

Review Team:

NOTE

The checklist was prepared with the assumption that the audit
engagement under review covers a full year.
Therefore, no
questions were included as to conformity with portions of
APB Opinion No. 28—Interim Financial Reporting, that do
not apply to year-end financial statements

To determine the applicability of all cross-referenced pro
nouncements, their effective dates should be considered.
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1
SECTION ONE
INTRODUCTION

This questionnaire is not intended to be a complete test
of the sufficiency of an auditor’s report, the financial state
ments, or the supporting workpapers.
Rather, it is intended
as a working tool for a qualified reviewer in applying his
expertise in evaluating the methods and procedures followed
by a firm of independent accountants and encouraging the firm
to observe reporting practices that are generally accepted
by the profession.

A separate questionnaire should be used for each set
of engagement papers reviewed.

Questions are worded so that "no” answers ordinarily
indicate unsatisfactory conditions.
A "no" answer should
be supplemented in the Remarks section with reasons for the
response.
After completing the review, comments pertaining to
unsatisfactory conditions and the reviewer’s recommendations,
should be summarized in the "comments for Discussion" section
to facilitate discussion of findings and conclusions with
the participant.

References in the checklist for Statements on Auditing
Standards which are contained in a cross-reference table in
the back of the checklist are to the individual Statements
Numbers 1 to 23.
Statements Number 2 through 23 appear in
the Codification of Statements on Auditing Standards Numbers
1 through 23 (October, 1978) as follows:
Section in
Codification

SAS
No.
2

Reports on Audited Financial Statements

509

3

The Effects of EDP on the Auditor's Study
and Evaluation of Internal Control

321

Quality Control Considerations for a Firm
of Independent Auditors

160

4

5

The Meaning of "Present Fairly in Conformity
with Generally Accepted Accounting Princi
ples" in the Independent Auditor’sReport
411

6

Related Party Transactions

335

7

Communications Between Predecessor and
Successor Auditors

315

2

8

Other Information in Documents Containing Audited
Financial Statements

550

The Effect of an Internal Audit Function on the
Scope of the Independent Auditor's Examination

322

10

Limited Review of Interim Financial Information

720

11

Using the Work of a Specialist

336

12

Inquiry of a Client’s Lawyer Concerning Litigation,
Claims, and Assessments

337

Reports on Li
mited Review of Interim Financial
Information

519

14

Special Reports

621

15

Reports on Comparative Financial Statements

505

16

The Independent Auditor's Responsibility for
the Detection of Errors or Irregularities

327

17

Illegal Acts by Clients

328

18

Unauditied Replacement Cost Information

730

19

Client Representations

333

20

Required Communication of Material Weaknesses
in Internal Accounting Control

323

21

Segment Information

435

22

Planning and Supervision

311

23

Analytical Review Procedures

318

9

13

SECTION TWO - PAGES 3-34

AUDITOR ’S REPORT

3

If necessary, does the auditor's
report include recognition of the

4.

Part of the examination made
by other independent auditors?

Effect on financial statements
of a departure from generally
accepted accounting principles?

a.

b.

:

Do the circumstances presented
in the working papers support the
auditor ’s report?

3.

following

If required by the circumstances,
does the auditor ’s report depart
from the standard report?

2.

The majority of cross-references
to questions are contained in
a cross-reference table at the
end of the checklist.
To determine
the applicability of cross-referenced
pronouncements, their effective YES No
N/A
REMARKS
date should be considered.
_____ ___ _____________________________________________ _ ____ _

SAS=Statement on Auditing Standards

If the auditor ’s report is un
qualified, does its wording con 
form to the standard report?

:

1.

NOTE

A.

Reporting requirements for de
parture from a "Promulgated
Accounting Principle?"

Emphasis of a matter in a
middle paragraph regarding the
financial statements?

Accounting principles not con 
sistently applied?

Uncertainties concerning
future events, the outcome of
which is not susceptible of
reasonable estimation at the
date of the auditor's report?

Comparative financial state
ments with differing opinions?

Updating of a previously issued
opinion?

Report of a predecessor audi 
tor?

Inclusion of unaudited finan
cial statements?

c.

d.

e.

f.

g.

h.

i.

j.

A.

YES

NO

N/A

AUDITOR ’S REPORT

REMARKS

4

6.

5.

Negative assurances?
(If
a letter to an underwriter,
see SAS No. 1, sections 518

1.

Salutation used?

b.

the basic financial statements,
does the auditors' report con
tain a clear-cut indication
of the character of the exam 
ination and the degree of re
sponsibility he is taking with
respect to such data?

If supplemental data accompanies

Date (or need for multiple
dates) of report?

a.

Are the following appropriate:

required?

m. Misstatement or omission
of segment information if

and 630)

Regulated companies?

k.

A.

YES
NO

N/A

AUDITOR'S REPORT

REMARKS

5

8.

7.

Specified elements, accounts

b.

Compliance with aspects of
agreements or regulatory
requirements relating to
audited financial statements?

Financial information pre 
sented in prescribed formats
that require a prescribed
form of auditor ’s report?

c.

d.

ment?

or items of a financial state 

Statements prepared in accor
dance with a comprehensive
basis of accounting other
than generally accepted
accounting principles?

a.

For special reports, have the
provisions of SAS No. 14 been
compiled with for:

long-form presentation consis 
tent with the short-form?

If a short and long-form report
is presented (issued) is the

A.

YES
NO

N/A

AUDITOR ’S REPORT

REMARKS

6

b.

a.

In the auditor's report?

OR

Appropriate disclosures made
in the statements?

either unaudited or not examined
by the reporting auditor are:

If prior period statements used
for comparative purposes were

11.

Was the reporting language
clear and appropriate?

b.

Is the firm aware that piecemeal
opinions are prohibited?

Were all the substantive
reasons for the opinion or
disclaimer adequately dis
closed?

a.

If a qualified opinion, adverse
opinion or disclaimer was issued,

Segment information if appli
cable?

10.

9.

e.

A.

YES

NO

N/A

AUDITOR ’S REPORT

REMARKS

----------------------------- —----------

7

13.

12.

Was unable to reach a con 
clusion as to the propriety
thereof, has the opinion
been qualified or disclaimed?

Believes that the representation
is misleading, has the opinion
been qualified or expressed
as adverse depending upon
materiality?

a.

b.

—

include representations to the
effect that a related party
transaction was consummated
on terms no less favorable than
those that would have been
obtained if the transaction
had been with an unrelated
party, and the auditor

If the financial statements

auditor ’s report appropriately
cover the statements presented?

If financial statements of one
or more prior periods are pre 
sented with those of the current
year , does the language of the

A.

YES
NO

N/A

AUDITOR ’S REPORT

REMARKS

8

17.

16.

If the financial statements

15.

Does the language of the
report reflect findings of
the underlying procedures
performed?

Other remarks?

b.

a. Is the

language of the report
appropriate?

information is presented:

If unaudited replacement cost

include a footnote containing
interim financial information,
has the auditor ’s report been
expanded, if required.

If the work of a specialist
was used, was the effect of
the specialist’s work on the
auditor ’s report considered.

14.

A.

YES
NO

N/A

AUDITOR ’S REPORT

REMARKS

9

Is a statement of changes in

2.

For financial statements issued
by development stage enterprises
for the years beginning on or
after January 1, 1976:

4.

a. Are

financial position,
changes in financial position,
and results of operations
presented in conformity with
generally accepted accounting
principles that apply to
established operating enter
prises?

Do all the statements presented
include a general reference
such as "the accompanying notes
are an integral part of these
financial statements," and are
the notes numbered and referenced
from the statements or appropri 
ately captioned?

3.

for each period for which an
income statement is presented?

financial position presented

Are comparative financial
statements presented?

1.

YES

NO
REMARKS

----------------------------------- -----------

N/A

To determine the applicability of
cross-referenced pronouncements their
effective dates should be considered.
Cross-references are contained in a
table at the end of the checklist.

FINANCIAL STATEMENTS AND FOOTNOTES

ARB=Accounting Research Bulletin
APB=Accounting Principles Board Opinion
FASB=Statement of the Financial Accounting
Standards Board
SAS=Statement on Auditing Standards
FASBI=Interpretations by the Financial
Accounting Standards Board

GENERAL

NOTE:

B.

10

c.

Do the financial statements
identify the enterprise as
a "development stage enter 
prise" and include a descrip 
tion of the nature of its
development stage activities?

’

addition to the basic
financial statements does
disclosure include amounts
of cumulative revenue, ex
penses, net losses, changes
in financial position and
stockholders equity since
inception?

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

For development stage enter
prises included in a consoli 
dated group FASBI No. 7,
paragraphs 4 and 5

b. In

•

B.

11

If the entity is a subchapter
corporation for federal income
tax purposes, do the disclosures

7.

8.

Are the financial statements
adjusted for any changes in
estimates resulting from sub
sequent events that provided
additional evidence with respect
to conditions that existed at
the date of the balance sheet?

6.

a.

Include a presentation for
each period for which an
income statement is presented?

Does the statement of changes
in financial position:

appear adequate?

S

For an enterprise in its first
fiscal year in which it is no
longer considered to be in the
development stage, is there
disclosure that in prior years
it had been in the development
stage?

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

5.

B.

12

Begin with income or loss
before extraordinary items?

c.

Are the financial statements
suitably titled?
(Certain
titles are generally understood
to be applicable only to state 
ments that present information
in conformity with generally
accepted accounting principles)

Based on the reviewer ’s study
of the workpapers and other
evidential matter, does it
appear that disclosures in the
financial statements are reason 
ably adequate?
(i.e., do they
comply to the third standard
of reporting)

9.

10.

working capital?

d. Include or be accompanied
by a presentation of net
changes in each element of

Disclose all important aspects
of financing and investing
activities regardless of
whether cash or other elements
of working capital are directly
affected?

YES
NO

N/A

FINANCIAL STATEMENTS AND FOOTNOTES

b.

B.

REMARKS

13

Oil and gas producing companies
only:
For fiscal years beginning
after December 15, 1978, do
the financial statements reflect
the accounting practices promul 
gated in FASB No. 19?

For short-term debt paid
after the balance sheet date
but prior to refinancing
FASBI No. 8, paragraph 3

Are the current portions of
various assets and liabilities
classified as current items
if applicable?

13.

•

Is restricted cash appropriately
segregated from other cash items
and properly classified?

12.

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

STATEMENT OF FINANCIAL POSITION
Current Assets:

11.

B.

14

17.

16.

15.

14.

For foreign currency trans
lated financial statements
FASB No. 8, paragraph 14
and FASBI No. 17 paragraphs
5, 6 and 10

Is interest on receivables and
payables (including premium
and discount) presented properly?

•

Are inventories stated at the
lower of cost as defined, or
market?
(If "no" does the
practice of the industry allow
other methods?)

work in process, finished goods,
etc.) if material?

Is there adequate disclosure
of the separate classes of
inventory (e.g. raw materials

realized during the current
operating cycle included under
non-current asset captions?

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

Are items not expected to be

B.

15

19.

18.

No.

2

For notes issued under the
Federal Bankruptcy Acts FASBI

4

For previously established
allowance accounts FASBI
No. 12, paragraphs 3 and

Other Assets:

Are stock subscriptions receiv 
able appropriately identified
and presented as a deduction
from capital, or, if presented
as an asset, stated separately,
clearly labeled, and their
status clearly described to
distinguish them from any other
type of asset?

•

exceeds market value accounted
for as a valuation allowance?

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

For a marketable equity securities
portfolio is the carrying amount
the lower of aggregate cost
or market value, and is the
amount by which aggregate cost

•

B.

16

21.

20.

9

For development stage companies
FASBI No. 5, paragraphs 6
and 7,
For computer software
FASBI No. 6, paragraphs 4-

•

•

For business combinations
accounted for as a purchase
FASBI No. 4, paragraphs 4
and 5,

•

Are research and development
costs charged to expense when
incurred, and appropriately
disclosed?

reflected properly?

by the equity method, are the
income taxes on the investor ’s
share of the investee's earnings

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

If there are any investments
in common stock accounted for

B.

17

23.

22.

4

For unrealized losses deemed
other than temporary FASBI
No. 11, paragraphs 3 and

Are short-term obligations that
are both intended to be refinanced
on a long-term basis, and ac
companied by evidence of ability
to consummate the refinancing,
excluded from current liabilities
and accompanied by adequate
footnote disclosure?

Liabilities and Contingencies:

•

'

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

If a decline in market value
below cost of a given marketable
security is judged to be other
than temporary, and changes
in carrying amounts are included
in stockholders equity rather
than net income, is the cost
basis of the security written
down to a new cost basis and
the amount of the write down
accounted for as a realized
loss?

B.

18

26.

25.

24.

For short-term debt paid
after the balance sheet date
but prior to refinancing
FASBI No. 8, paragraph 3

For short-term debt paid
after the balance sheet date
but prior to refinancing
FASBI No. 8, paragraph 3

No.

2

For notes issued under the
Federal Bankruptcy Acts FASBI

Is interperiod tax allocation
employed for oil and gas pro 
ducing companies with respect
to intangible drilling and
development cost and other costs
associated with the exploration
for and development of oil and
gas revenues?

•

Is interest on receivables and
payables (including premium
and discount) presented properly?

•

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

Are the current portions of
various assets and liabilities
classified as current items
if applicable?

•

B.

19

29.

For unrealized capital losses
of marketable securities are
tax effects recognized only

28.

Are appropriations of retained
earnings for loss contingencies
clearly identified and included
within the stockholders' equity
section of the balance sheet?

Capital Accounts:

when there exits assurance
beyond a reasonable doubt that
the benefit will be realized
by an offset of loss against
capital gains?

Are income tax effects for
unrealized gains and losses
on marketable securities ac 
counted for according to APB
No. 11?

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

27.

B.

—

20

31.

30.

For unrealized losses deemed
other than temporary
FASBI No. 11, paragraphs
3 and 4

Are stock subscriptions receiv 
able appropriately identified
and presented as a deduction
from capital, or, if presented
as an asset, stated separately,
clearly labeled, and their
status clearly described to
distinguish them from any other
type of asset?

•

’

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

If a decline in market value
below cost of a given marketable
security is judged to be other
than temporary, and changes
in carrying amounts are included
in stockholders equity rather
than net income, is the cost
basis of the security written
down to a new cost basis and
the amount of the write down
accounted for as a realized
loss?

B.

21

For subleases entered into
as part of a disposal FASBI
No. 27, paragraph 3

•

If a segment of the business
is sold, abandoned, spun off,
or otherwise disposed of (or,
although still operating, is
the subject of a formal plan
for disposal) :

34.

Are discontinued operations
and earnings per share cor 
rectly reflected in the
income statement?

If there is an early extinguish 
ment of debt, is the accounting
proper and are all necessary
disclosures made?

33.

a.

If there are nonmonetary trans 
actions of either a nonreciprocal
or exchange nature, are they
recorded in accordance with
APB No. 29?

YES
NO
N/A

FINANCIAL STATEMENTS AND FOOTNOTES

32.

INCOME STATEMENT

B.

REMARKS

22

Are extraordinary items properly
disclosed and classified and
did they meet the criteria for
consideration as extraordinary
items?

Are material events or transac
tions that are either unusual
in nature, or of infrequent
occurrence but not both (and
therefore not meeting both
criteria for classification
as an extraordinary item) re
ported as a separate component
of income from continuing op 
erations?

Are research and development
costs charged to expense when
incurred and appropriately
disclosed?

36.

37.

Are disclosures made in notes
describing the identity of
the segment sold, the date
and manner of disposal, the
assets and liabilities re
maining, if any, and the
income or loss from operations
from measurement date to
the date of the balance sheet?

YES

NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

35.

b.

B.

23

38.

For development stage companies
FASBI No. 5, paragraphs 6
and 7,

For computer software
FASBI No. 6, paragraphs 4-

•

•

•

When applying lower of cost
or market rule, the resulting
loss should be charged to
cost of sales FASBI No. 17,
paragraphs 5, 6 and 10

Are required disclosures made
of aggregate exchange gains
or losses and effects of rate
changes on reported results
of operations?

9

For business combinations
accounted for as a purchase
FASBI No. 4, paragraphs 4
and 5,

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

•

B.

24

Have the requirements to dis 
close probable reversals of
timing differences, and timing
differences for which there
have not been any income tax
allocation been met?

Are subsequent events that
provide evidence with respect
to conditions that did not exist
at the date of the balance sheet
but arose subsequent to that
date adequately disclosed to
keep the financial statements
from being misleading?

For marketable equity securities,
except if the equity basis is

41.

42.

43.

appropriate, (in statements
for periods ending on or after
12/31/75) is there disclosure
of the following:

Are related party transactions
adequately disclosed in the
financial statements and ac
companying notes?

policies presented?

Is a summary description of
the significant accounting

YES

NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

40.

39.

DISCLOSURES AND FOOTNOTES

B.

25

Aggregate cost and market
value (each segregated be
tween current and non-current
classifications if applicable)
as of the date of each balance
sheet presented?

a.

(i)

:

Net realized gain or
loss included in the
determination of net
income?

sented

c. For each period

in which
an income statement is pre 

b. As of the date of the

latest
balance sheet presented,
the gross unrealized gains
and gross unrealized losses
(segregated between current
and non-current portfolios
if applicable) ?

For non-marketable securities
FASBI No. 16, paragraph 4

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

•

B.

26

44.

Change in the valuation
allowance?

(iii)

•

4

For unrealized losses deemed
other than temporary FASBI
No. 11, paragraphs 3 and

and net unrealized gains and
losses arose after the balance
sheet date but before issuance
of the financial statements,
are those net realized and net
unrealized gains and losses
disclosed in the notes to fi
nancial statements?

if significant net realized

For marketable equity securities
owned at the balance sheet date,

Basis on which cost
was determined in com 
puting realized gain
or loss (i.e., average
cost or other method
used)?

YES

NO

FINANCIAL STATEMENTS AND FOOTNOTES

(ii)

B.

N/A REMARKS

27

47.

46.

45.

For personal financial state
ments
FASBI No. 10, paragraph 2,
FASBI No. 11, paragraphs
3 and 4, FASBI No. 12, para 
graphs 3 and 4;

For consolidated financial

•

•

statements
FASBI No. 13, paragraphs
5, 6 and 7;

Marketable securities?

a.

Does there appear to be adequate
disclosure by footnote or other 
wise with respect to:

statements include appropriate
segment information?

If required, do the financial

having specialized accounting
practices with respect to mar 
ketable securities does dis 
closure conform with FASB No.
12, paragraphs 14-17?

YES
NO

FINANCIAL STATEMENTS AND FOOTNOTES

For enterprises in industries

B.

N/A REMARKS

28

Allowance for losses on
receivables?

c.

Intangible assets and their
amortization?

f.

g. Liquidation

preference of
preferred stock in the equity
section of the balance sheet?

Assets pledged or assigned?

e.

d. The method of

determining
inventory costs (FIFO, LIFO,
average, etc.) and recog
nizing any diminished utility
(cost or market, whichever
is lower)?

Notes and accounts receivable
due from officers, employees,
or affiliated companies?

temporarily non-marketable
FASBI No. 16, paragraphs
4-10

For securities that are

YES
NO

FINANCIAL STATEMENTS AND FOOTNOTES

b.

•

B.

N/A REMARKS

29

Option agreements?

For stock appreciation rights
FASBI No. 28, paragraphs
2-5

Restrictions on retained
earnings?

Dating of retained earnings
after a quasi-reorganization?

i.

•

j.

k.

1.

Stock appreciation and other
variable plan awards should
be included as common stock
equivalents FASBI No. 28,
paragraph 6

•

Principles of consolidation?

Other Disclosures:

Number of shares of various
classes of stock authorized,
issued and outstanding, and
the pertinent rights and
privileges of various se
curities outstanding?

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

h.

B.

30

accounting prin 

Commitments for material
amounts of new construction
or equipment?

Contingencies?

Carry forward losses for
income taxes or other credits
available?

Reasons for difference of
tax expense shown from cus 
tomary relationship between
income before taxes and tax
expenses?

When renegotiation refunds
under government contracts
cannot be accurately estimated?

p.

q.

r.

s.

t.

o. Business

combinations ac
counted for as purchases?

n. Business

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

combinations ac
counted for as poolings of
interest?

ciples?

m. Changes in

B.

31

Subsequent events?

v.

Long-term construction-type
contracts?

affiliates?

and net income of unconsol
idated subsidiaries and

(property,
plant and equipment, etc.)
and depreciation:

cc. Depreciable assets

bb. Assets pledged or assigned?

ances?

aa. Unusual accruals and allow

z.

Parents

y.

equity in net assets

Intangible assets and their
amortization?

x.

’

For non-marketable securities
FASBI No. 16, paragraph 10

•

w. Investments?

Prior period adjustment?

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

u.

B.
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dd. Accrued liabilities?

For unused investment
credit FASBI No. 25

Investment credit, method
followed and amounts
involved when material

(v)

•

The method or methods
used in computing de 
preciation with respect
to major classes of
depreciable assets?

Accumulated depreciation,
either by major classes
of assets or in total?

(iii)

(iv)

Balances of major classes
of depreciable assets
by nature of function?

Depreciation expense
for each period?

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

(ii)

(i)

B.
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face of the income statement,
accompanied by an explanatory
schedule or note that includes
the basis of calculations?

kk. Earnings per share on the

jj. Translation of foreign

cur 
rency transactions and foreign
currency financial statements?

ii. Deferred income taxes?

amounts of new construction
or equipment?

hh. Commitments for material

leases)?

(including capital,
operating, sales, direct
financing and leveraged

gg. Leases

ff. Pension plans?

ment provisions?

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

ee. Bond indenture and loan agree 

B.

34

SECTION THREE

PAGES 35

- 95

1.

NOTE

PERMANENT FILE

c.

leases, loan agree 
ments, pension plans,
etc.) and accompanying
abstracts that high 
light items of account 
ing and financial
reporting significance?

(e.g.

Important contracts

and agreements

Analyses of the client ’s
following accounts, as
appropriate through current
period under review:

ii.

Executive Committee?

Directors?

Stockholders?

Minutes of meetings -

Copies or excerpts from:

b.

i.

Copies or digest of certif 
icate of incorporation,
bylaws and state charter?

a.

Does the permanent file contain:

j

YES

NO
N/A

REMARKS

Firm policies can vary relative to account analyses carried in the permanent file.
There reviewer should be aware that some of the analyses mentioned in this section
may appear in other sections of the working papers.
(e.g. as carryforward analyses.)

:

C.

35

Additional paid-in
capital?

Retained earnings?

Other stockholder
equity accounts?

x.

xi.

Treasury stock?

viii.

ix.

Capital stock?

Other long term ac 
cruals and allowances?

Long-term debt?

Intangible assets
and allowances?

vii.

vi.

v.

iv.

Accumulated deprecia 
tion?

Property, plant and
equipment?

ii.

iii.

Investments in sub 
sidiaries?

i.

C.

YES
NO

N/A

PERMANENT FILE

REMARKS
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2.

Detailed organizational
chart of accounting depart 
ment?

The company ’s detailed
chart of accounts and ac 
counting manual currently
in use or adequate equiva 
lents?

Background information
such as a brief history
of the company, memorandums
describing plant visits,
and articles or clippings
that describe the company ’s
industry?

A history of analytical
statistics updated for
the current year.

e.

f.

g.

h.

Was the permanent file updated
during the most recent audit?

Company organizational
chart?

d.

C.

YES
NO

PERMANENT FILE

N/A
REMARKS
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4.

3.

Other remarks?

indexed?

Is the permanent file adequately

C.

YES
NO
N/A

PERMANENT FILE

REMARKS

38

:

INTERNAL CONTROL

Was a preliminary evaluation
made to identify and distinguish
those controls to be relied
upon in determining the extent
of substantive tests?

Were adequate compliance tests
made of those internal controls
to be relied upon in determining
the nature, timing or extent
of substantive tests?

Were compliance tests of in
ternal control applied to nec 
essary areas?

If the client had EDP applica 
tions, were they included in
the study and evaluation of

2.

3.

4.

5.

a.

formed, were they appro
priately related to the
audit?

If computer assisted audit 
ing procedures were per 

internal control?

Has an adequate understanding
of the system of internal con 
trol been obtained and recorded?

1.

YES
NO
N/A

REMARKS

The second standard of field work is:
"There is to be a proper study and evaluation
of the existing internal control as a basis for reliance thereon and for the determination
of the resultant extent of the tests to which auditing procedures are to be restricted.
The study and evaluation often provides, as a by product, a basis for constructive
suggestions to clients concerning improvements in internal control.

NOTE

D.

39

client ’s organization
included an internal audit func
tion, was it considered in the
study and evaluation of internal
control?

Did the program of substantive
tests reflect the conclusions
reached from the study and eval
uation of internal control?

If statistical sampling was
used, was it appropriately

7.

8.

For periods ending on or after
December 24, 1977, has the
auditor communicated any ma 
terial weaknesses in internal
control to senior management
and the Board of Directors as
required by SAS No. 20?

If reports on internal control
were issued, were the reports
in accordance with SAS No. 1,
section 640 and SAS No. 20?

9.

10.

applied?

If the

.

6.

D

YES
NO

N/A

INTERNAL CONTROL

REMARKS
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If reports on internal control
were based on criteria estab 
lished by government agencies,
were the reports in accordance
with SAS No. 1, section 641?

Other remarks?

11.

12.

D.

YES

NO
N/A

INTERNAL CONTROL

REMARKS

41

Was a summary prepared where
appropriate segregating cash
(as to cash in banks, on hand,
etc.) as of the balance sheet
date?

Were cash counts made on a sur 
prise basis when appropriate?

On the basis of information
contained in the working papers,
do you agree that examination
of cash funds and undeposited
receipts did (did not) require
simultaneous physical examination
of negotiable assets such as
marketable securities, notes
receivable and collateral held
as security on loan to others?

Was due consideration given
to cash transactions shortly
before and shortly after the
balance sheet date to determine
that transactions were recorded
in the proper period?

1.

2.

3.

4.

E.

YES
NO

CASH

N/A
REMARKS

42

6.

5.

"Were bank confirmations
obtained for accounts
closed since the last audit
date to determine that
(i) there were no balances
on deposit, (ii) and no
liabilities to the bank
involved, (iii) and there
were no transactions in
the account since closing
and (iv) the bank was
notified in writing of
the closing by the proper
authority?"

Where the standard bank confir 
mation form was used were all
questions on the form:

a.

Were all bank accounts confirmed
at the examination date and
were all reconciling items
(deposits in transit, outstand 
ing checks, etc.) existing at
the balance sheet date cleared
by reference to subsequent
statements obtained directly
from the bank?

E

YES

.

NO

CASH

N/A

REMARKS
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:

Do the working papers indicate
that the following were con 
sidered

9.

Notes?

b.

Were cash receipts and disburse 
ments reconciled with deposits
and withdrawals - for a test
period?

Checks?

a.

Do the working papers (current
or permanent) contain a list
of officers and/or employees
authorized to approve:

Followed up - referenced
to such relevant working
papers as loans payable
and commitments?

b.

8.

7.

Answered - either positively
or negatively by the respon 
dent?

a.

E
.

YES

CASH

NO
N/A

REMARKS

Other remarks?

11.

Confirmation of liabilities
and contingent liabilities
to banks?

d.

Based on the evaluation of inter
nal control, do the substantive
tests of cash appear adequate?

Review of confirmation
responses for indication
of related party trans 
action?

c.

10.

Confirmation of such bank
credit arrangements as
compensating balances?

ances?

Restrictions on cash bal

b.

a.

E.

YES

CASH

NO

N/A

REMARKS

45

Was a summary prepared properly
classifying receivables; (i.e.
notes and accounts receivable;
trade; officers, directors and
employees; parent and subsidiary
companies; other related party
transactions, etc.)?

Was the reasonableness of allow 
ances for doubtful accounts
covered in the working papers?

Was collateral (if any) for
receivables examined with respect
to existence, ownership and
value?

If accounts receivable were
confirmed on a test basis, does
the sample appear adequate?

If both positive and negative
confirmation procedures were
used, did there appear to be
a proper distribution between
positive and negative requests?

1.

2.

3.

4.

5.

F.

YES

NO
N/A

RECEIVABLES

REMARKS

46

If a significant number and
amount of accounts receivable
were for some reason not cir 
cularized, is there evidence
that other auditing procedures
were performed?

If confirmation work was per 
formed prior to year-end, is

8.

9.

10.

Is there indication that all
differences disclosed by con 
firmation procedures were sat 
isfactorily cleared?

7.

Were significant notes receivable
confirmed as of the audit date?

there evidence that an adequate
review of transactions from
the confirmation date to the
balance sheet was made?

Where positive confirmation
procedures were used, were
second requests sent, and other
appropriate follow-up steps
taken?

6.

F.

YES
NO

N/A

RECEIVABLES

REMARKS

47

Were the results of confirmation
procedures summarized in the
working papers?

Do the working papers indicate
that adequate e v
i dential matter
had been accumulated for confirma 
tion of receivables?

Were adequate tests made of
discounts and allowances?

Was receivable work correlated
with the sales and inventory
cut-off examination?

Is there evidence in the working
papers that inquiry was made,
and consideration given to
whether receivables are pledged
or factored?

Based on the evaluation of
internal control, do the sub 
stantive tests of receivables
appear adequate?

11.

12.

13.

14.

15.

16.

F.

YES

NO

N/A

RECEIVABLES

REMARKS

48

Do the working papers (current
or permanent) contain a list
of officers and/or employees
authorized to approve bad debt
write-offs?

Are notes receivable accounted
for to reasonably represent
the present value of the consid 
eration exchanged and at an
appropriate interest rate?

Was an analytical review per 
formed relating receivables
to collections, write-offs,
average days outstanding and
allowance accounts and were
any significant variation in
vestigated

Other remarks?

17.

18.

19.

20.

F.

YES
NO
N/A

RECEIVABLES

REMARKS

49

In appropriate situations was
the movement (physical flow)
of inventories through the

2.

A memorandum appraising
the effectiveness of client's
instructions and the manner
in which they were carried
out?

Evidence that a sufficient
amount of test counts were
made?

b.

Do the working papers contain:

4.

a.

Do the working papers contain
a copy or excerpts of the client ’s
instructions for taking inventory?

3.

operation charted or explained?

Was an inventory summary pre 
pared showing basis (e.g. "cost",
"market", "LIFO", "FIFO", etc.)
with respect to the various
classifications of inventory
(e.g. finished goods, work in
process, raw materials, etc.)?

1.

G.

YES
NO

N/A

INVENTORIES

REMARKS

50

5.

Returns?

Where the physical inventory
is taken at a date other than
the balance sheet date (or where
rotating procedures are used)
do the working papers indicate
that consideration was given
to inventory transactions be 
tween the inventory date(s)
and the balance sheet date?

iv.

Shipments of finished
goods?

iii.

!

Work in process trans 
ferred?

ii.

Purchases received?

Evidence that cut-off was
adequate (at physical
inventory date as well
as balance sheet date)
with respect to:

d.

i.

Evidence that counts were
correctly made and recorded
(i.e. were test count
quantities reconciled with
counts reflected in final
inventory) ?

c.

G.

YES

NO

N/A

INVENTORIES

REMARKS

51

8.

Cost finding methods and
substantiation of cost
used in pricing all elements
(raw materials, work in
process, finished goods)
of the inventory?

b.

If perpetual inventory records
are maintained, do the working
papers indicate that differences
disclosed by the client ’s physical
inventory (or cycle counts)
are properly reflected in the
accounts?

The clerical accuracy of
the compilation of the
inventory?

a.

:

Do the working papers indicate
that adequate tests were made

7.

of

Based on the inventory quantity,
type, location, etc., does it
appear that the observation
was adequate, but not excessive?

6.

G.

YES
NO

N/A

INVENTORIES

REMARKS

52

Scrap inventory?

Obsolescent inventory?

Write-off policies?

b.

c.

d.

Do the working papers contain
a write-up concerning the clients:

12.

Inventory policies?

Do the working papers indicate
that obsolescence and necessity
for a valuation reserve were
considered?

11.

a.

Where applicable, were gross
profit percentage tests employed
to check overall valuation of
inventories?

Was an examination of purchase
and sales commitments made,
including consideration as to
any possible adverse effects?

10.

9.

G.

YES
NO

N/A

INVENTORIES

REMARKS

53

Was consideration given to
observing the count of inventory
in the hands of others?

Where the physical inventory
in the hands of others was not
observed, were inventory con 
firmations received (i.e. in
ventory in public warehouses,
on consignment, etc.)?

Was an inventory representation
obtained from the client?

Do the working papers indicate
that steps were performed to
determine if any inventory is
pledged?

Based on the evaluation of
internal control, do the sub 
stantive tests of inventory
appear adequate?

Was an analytical review per 
formed on inventories (i.e.
turnover, units, components
and day ’s sales) and were any
significant variations inves 
tigated?

Other remarks?

13.

14.

15.

16.

17.

18.

19.

G.

YES
NO

INVENTORIES

N/A

REMARKS

54

Was a summary schedule prepared
(or obtained) and details examined
with respect to description,
purchase price and date, changes
during period, income, market
value, etc. of investments?

Were all securities (including
stock certificates of subsidiary
companies) either examined or
confirmed?

Is there indication that securitie
were examined at the time of
cash counts, where appropriate?

Was a summary schedule prepared
(or obtained) with respect to
the classification of invest 
ments (e.g. marketable securities,
long-term investments) ?

Was investigation made of carrying
value and possible cost impairment
of long-term investments?

2.

3.

4.

5.

.

1.

H

s

YES
NO

N/A

INVESTMENTS

REMARKS

55

8.

For declines other than
deemed temporary FASBI
No. 11

For allowance accounts
established prior to FASB
No. 12 see FASBI No. 12

For non-marketable securities
FASBI No. 16

•

•

•

For investments accounted for
on the equity method, were
financial statements and other
information reviewed to support
the amounts presented?

For personal financial
statements FASBI No. 10;

Did the working paper formats
sufficiently support the reporting
requirements of FASB No. 12,
and APB No. 18?

7.

•

Do the working papers indicate
that consideration was given
to indications that investments
were pledged.

.

6.

H

YES

NO
N/A

INVESTMENTS

REMARKS

56

Was the examination of invest 
ments correlated with related
income accounts and accrued
receivables?

Do the working papers indicate
that adequate evidential matter
had been accumulated for long 
term investments?

Has an analytical review been
performed on investments in
cluding related income, and
were significant variations
investigated?

Other remarks?

9.

10.

11.

12.

H.

YES

NO
N/A

INVESTMENTS

REMARKS

57

3.

2.

1.

Intangible assets?

Deferred charges?

Other?

b.

c.

d.

Were amounts of amortization
related to applicable expense
classifications?

b.

Were cash surrender values of
life insurance, beneficiary,
related loans, etc., confirmed
with the underwriters?

Is there adequate support
for the deferral and am 
ortization (or lack thereof) ?

a.

For prepayments, intangibles,
and deferred charges:

Prepaid expenses?

a.

YES
NO

N/A
REMARKS

PREPAID EXPENSES, INTANGIBLE ASSETS, DEFERRED CHARGES, ETC.

Were adequate tests made and/or
confirmations received for all
material:

I.

58

If insurance policies were
pledged as collateral or sub 
jected to premium financing,
were the related loans properly
accounted for?

Were differences among amounts
of insurance coverage, the
insurable value (if available)
and the recorded amount of
insured property noted and
followed-up with appropriate
inquiry of the client?

Were prepayments of interest
and taxes related to the under 
lying obligations and tax bills?

For capital leases, is the
imputed interest amortized so
as to produce a constant periodic
rate of interest on the remaining
balance of the obligation?

Was an analytical review per 
formed for prepaid expenses,
intangible assets, deferred
charges and the related expense?
Were significant variations
investigated?

Other remarks?

5.

6.

7.

8.

9.

YES
NO

N/A

REMARKS

PREPAID EXPENSES, INTANGIBLE ASSETS, DEFERRED CHARGES, ETC.

4.

I.

59

2.

1.

Accumulated depreciation?

b.

b.

a.

Physical inspection?

Examination of physical
documents?

:

Retirements, etc. (including
examination of miscellaneous
income, scrap sales, etc.)?

ii.

i.

ities under construction)

Additions (including facil 

Do the working papers indicate
that consideration was given
to proper accounting treatment
and that the tests appear ade 
quate with respect to:

Property, plant and equip 
ment?

a.

Was a summary schedule prepared
or obtained to show beginning
balances, changes during the
period and ending balances for:

J.

YES
NO
N/A

PROPERTY PLANT AND EQUIPMENT

REMARKS

60

•

7-9;

For changes in lease agree 
ments resulting from refund 
ings of tax-exempt debt,
FASB No. 23, paragraphs

Have leases been examined to
determine that capital, sales,
and direct financing leases
have been properly accounted
for?

4.

Status of idle facilities?

e.

Was an investigation made of
internal control procedures
with regard to properties,
including the distinction be 
tween capital and expense charges?

Compliance with internal
control procedures?

d.

3.

The adequacy of current
and accumulated provisions
for depreciation and de 
pletion?

c.

J.

YES

NO

N/A

PROPERTY PLANT AND EQUIPMENT

REMARKS

61

5.

For leases involving part
of a building, FASBI No.

•

For purchase of a leased
asset, FASBI No. 26, para 
graph 5; for loss on a
sublease, FASBI No. 27,
paragraphs 2-3

Were differences between book
and tax depreciation reconciled?

•

For leases of governmentowned property, FASBI No.
23, paragraphs 8 and 9;

•

24, paragraph 6;

For leases acquired in
a business combination,
FASBI No. 21, paragraphs
12-17;

3-5;

For determination of the
amount of the lessee ’s
guarantee of the residual
value of leased property,
FASBI No. 19, paragraphs

•

•

J.

YES
NO

N/A

PROPERTY PLANT AND EQUIPMENT

REMARKS

62

Was an analytical review performed
for property, plant and equipment
including related expense accounts
Were any significant variations
investigated?

Other remarks?

8.

9.

Applicable investment
credit recapture provisions
were considered?

b.

Do the working papers indicate
the presence of liens on property?

Applicable investment tax
credits were taken?

a.

Do working papers indicate that
a review was made to see that:

?

YES
NO

N/A

PROPERTY PLANT AND EQUIPMENT

7.

6.

J.

REMARKS

63

With respect to material payables,
was consideration given to confirm 
ing the terms and unpaid balances?

Other payables?

e.

4.

Current portions of long 
term debt?

d.

Do the working papers include
evidence as to compliance with
any loan restrictions (such
as limitations on ratios, plant
investments, debt, liens on
assets, etc.)?

Accruals?

c.

3.

Notes payable (classified
as to type of creditor) ?

b.

Were accounts payable adequately
tested for propriety?

Accounts payables?

a.

Do the working papers contain
summaries of:

2.

1.

K.

YES

NO

N/A

CURRENT LIABILITIES

REMARKS

64

Based on the evaluation of
internal control, do the sub 
stantive tests of liabilities
appear adequate?

Was the payable work correlated
with the purchase cut-off ex 
amination?

Is there evidence that the
examination of accrued liabilities
was correlated with related
expense accounts?

7.

8.

9.

Contain reconciliations
of differences?

b.

Was an adequate test made of
subsequent transactions (i.e.
cash disbursements, voucher
register entries, vouchers,
unpaid invoices, etc.) to de 
termine if any material unrecorded
liabilities existed?

Indicate the basis of
selection?

a.

If payables were confirmed,
do working papers:

6.

5.

K.

YES
NO

N/A

CURRENT LIABILITIES

REMARKS

65

12.

11.

10.

Payroll (including payroll
taxes) ?

Federal income taxes?

Other taxes?

b.

c.

d.

State?

Local

Other?

b.

c.

d.
’

Were revenue agents adjustments,
if any, reflected in the clients
accounts for:

Federal?

a.

Do the working papers indicate
the latest year tax returns
were examined for:

Interest?

a.

Do the working papers indicate
that the following accruals
are adequate in amount:

K.

YES

NO

N/A

CURRENT LIABILITIES

REMARKS

66

Were the substantive tests of
notes and loans payable related
to applicable liabilities for
accrued interest and interest
expense?

Are notes payable accounted
for to reasonably represent
the present value of the con 
sideration exchanged and an
appropriate rate of interest?

15.

Other?

d.

14.

Local income taxes?

c.

Are differences reconciled
between taxable net income and
book (i.e. financial statement)
net income?

State income and franchise
taxes?

b.

13.

Federal income taxes?

a.

K.

YES

NO

N/A

CURRENT LIABILITIES

REMARKS

67

Was an analytical review per 
formed for current liabilities
including related expense ac 
counts? Were significant vari
ations investigated?

Other remarks?

17.

18.

4

Do the working papers (current
or permanent) contain a list
of officers and/or employees
authorized to approve purchase
orders?

paragraph

For notes exchanged during
bankruptcy FASBI No. 2,

16.

•

K.

YES
NO

N/A

CURRENT LIABILITIES

REMARKS

68

5.

Is there evidence that covenants
to long-term debt obligations

4.

Were unusual increases or decreases
in long-term obligations traced
to authorizations (e.g. stockholder
or board of directors meeting
minutes) ?

are being complied with?

Is there evidence that a review
was made where appropriate,
of agreements pertaining to
outstanding long-term obligations?

3.

?

.

Were confirmations received
for significant debt obligations,
together with verification of
interest rates, repayment period,

2.

etc

Was a schedule prepared or
obtained summarizing long-term
debt (and current portion thereof)
including changes during the
year?

1.

L.

YES
NO

LONG-TERM DEBT

N/A
REMARKS

69

Were substantive tests for long
term debt related to those of
applicable liabilities for
accrued interest and interest
expense?

Have leases been examined to
determine that capital leases
have been properly accounted
for?

Other remarks?

6.

7.

8.

L.

YES
NO

N/A

LONG-TERM DEBT

REMARKS

70

With respect to allowances
established through charges
to operations, has it been
ascertained that subsequent
charges there-against are in
accordance with the intent of
the account and that such sub 
sequent charges should not have
been made against operations?

Have leases been examined to
determine that sales and direct
financing leases have been
properly recorded?

3.

4.

Deferrals have been estab 
lished on a reasonable
basis?

b.

Were deferred tax accrual ac 
counts analyzed and reviewed
as to adequacy?

The basis of deferring
income is reasonable and
on a consistent basis from
year to year?

a.

that:

Do the working papers indicate

2.

1.

M.

YES
NO

N/A

DEFERRED CREDITS

REMARKS

71

5.

For leases of governmentowned property, FASBI No.
23, paragraphs 8 and 9;

For lease involving part
of a building, FASBI No.
24, paragraph 6;

For purchase of a leased
asset, FASBI No. 26, para 
graph 5;

For loss on a sublease,
FASBI No. 27, paragraphs
2-3

•

•

•

•

For sales and direct financing
leases, is the unearned income
amortized over the lease term
so as to produce a constant
periodic rate of return on the
net investment in the lease?

For determination of the
amount of the lessee's
guarantee of the residential
value of leased property,
FASBI No. 19, paragraphs
12-17;

•

YES

M.

NO

N/A

DEFERRED CREDITS

REMARKS

72

Was an analytical review per 
formed on deferred credits and
the related expenses?

Other remarks?

6.

7.

M.

YES
NO

N/A

DEFERRED CREDITS

REMARKS

73

1.

Inspection of minutes of
meetings of the stockholders,
board of directors, and
executive and other com 
mittees of the board?

Inspection of contracts,
loan agreements, leases,
and correspondence from
taxing and other govern 
mental agencies, and similar
documents?

Accumulation and analysis
of confirmation responses
from banks?

Inspection of other documents
for possible guarantees
by the client?

A summarization of significant
purchase orders as of the
audit date and testing
of price changes since
the purchase issuance as
appropriate?

b.

c.

d.

e.

YES
NO

N/A
REMARKS

COMMITMENTS AND CONTINGENCIES

a.

Do the working papers include
indication of the following:

N.

74

Concerning litigation, claims
and assessments, do the working
papers include:

4.

b.

Indication that relevant
documents including cor 
respondence and invoices
from lawyers were examined?

12?

Descriptions and assurances
that were obtained from
the client ’s management
as prescribed in SAS No.

Is there indication that procedures
were performed to uncover the
need for recording or disclosure
of events subsequent to the
date of the financial statements?

3.

a.

Have items of financial sig 
nificance found in the company ’s
minutes, important contracts,
agreements, etc., been crossreferenced to supporting analyses?

YES
NO

N/A

COMMITMENTS AND CONTINGENCIES

2.

N.

REMARKS

75

Have written representations
been obtained from management
as required by SAS No. 19?

Other remarks?

6.

7.

Letters of response from
the client ’s attorneys?

e.

Have lease commitments been
computed?

Letters of audit inquiry
to the client ’s attorneys?

d.

5.

Reference to results of
other audit procedures
that might also disclose
litigation, claims and
assessments?

YES

COMMITMENTS AND CONTINGENCIES

c.

N.

NO

N/A REMARKS
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Where no transfer agent exists,
was an adequate examination
of stockholders' ledger and
stock certificate books made?

4.

Retained earnings?

d.

Was a confirmation received
from the transfer agent or the
registrar (or both) as to capital
stock issued and outstanding?

Treasury stock?

c.

3.

Additional paid-in capital?

b.

Were changes in capitalization
checked to authorizations?

Capital stock?

a.

in:

Have summaries and adequate
analyses been made of changes

2.

1.

O.

YES
NO

CAPITAL ACCOUNTS

N/A
REMARKS
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8.

7.

State laws?

Etc.?

b.

c.

Warrants?

Rights?

Redemptions?

Conversion privileges?

b.

c.

d.

e.

When appropriate, were the
propriety and authorization
of dividend payments verified?

Stock options?

a.

Do the working papers indicate
that adequate inquiries were
made where appropriate, as to:

Bylaws?

Were treasury stock transactions
checked to:

6.

a.

Were treasury stock certificates
examined or confirmed?

5.

O.

YES
NO

N /A

CAPITAL ACCOUNTS

REMARKS
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Was an analysis performed for
net unrealized losses on noncurrent marketable equity se 
curities?

Other remarks?

11.

With respect to partnerships
and individual proprietorships,
do the analyses of capital and
drawing accounts appear adequate?

10.

9.

O.

YES

NO

N/A

CAPITAL ACCOUNTS

REMARKS
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c.

b.

a.

Income Statement
accounts?

Balance Sheet accounts?

The

.

relationships
of the financial
information with
relevant nonfinancial
information

operates.

A comparison of the
financial information
with similar information
regarding the industry
in which the entity

That specific accounts
analytically reviewed,
were selected for tests?

ii.

i.

That an "analytic review"
was performed on:

ii.

i.

That an "analytic review"
of accounts not individually
analyzed, was made for:

Do the working papers evidence:

P.

YES

NO

N/A

INCOME AND EXPENSES

REMARKS
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That signatures of employees
were requested?

That signatures obtained
were compared to a signatory
record?

c.

If employees are paid at the
client's location, do the working
papers indicate:

5.

b.

Were adequate tests made of
payrolls, including account
distribution?

4.

That an observation was
made of a payout?

Do working papers indicate that
consideration was given to sales
and purchase cut-off?

3.

a.

Were gross profit ratios for
the current year compared with
similar statistics for prior
years and were substantial
variations investigated?

The basis used for the
selection of items tested?

2.

d.

P.

YES

NO

N/A

INCOME AND EXPENSES

REMARKS
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8.

8?

gains and losses
in the determination
in accordance

For lower of cost or market
rules, FASBI No. 17, para 
graphs 5, 6 and 10

•

Have exchange
been included
of net income
with FASB No.

For stock life insurance
companies, FASBI No. 15,
paragraphs 4 and 5;

Were foreign currency transactions
translated into dollars in ac 
cordance with FASB No. 8?

7.

•

With regard to pension and
profit sharing plans, (including
impact of ERISA) do tests made
of the expense and liabilities
appear adequate?

6.

P.

YES
NO

N/A

INCOME AND EXPENSES

REMARKS
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Were revenue and expenses for
the period examined compared
with those of the preceding
period and reviewed for reason 
ableness; were significant
fluctuations explained?

11.

For definition of reasonable
estimation of the amount
of a loss
FASBI No. 14, paragraphs
2 and 3

Do the working papers support
the financial reporting for
segments of a business enterprise
for fiscal years beginning after
December 15, 1976 if required;

•

Have estimated loss contingencies
been accounted for in conformity
with FASB No. 5?

10.

9.

P.

YES
NO

INCOME AND EXPENSES

N/A
REMARKS
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Other remarks?

Are stock appreciation
rights included as
common stock equivalents
(FASBI NO. 28, para 
graph 6)

Fully diluted earnings
per share?

14.

•

ii.

Primary earnings per
share?

Basis upon which calculations
are presented for:

b.

i.

Capital structure (where
complex securities are
involved) ?

YES
NO

INCOME AND EXPENSES

a.

Concerning earnings per share
(see FASB No.
21), do disclosures appear
adequate with regard to:

(if required)

Based upon the evaluation of
internal control, do the sub 
stantive tests (review, analysis,
and testing) of income and
expense appear adequate?

.

13.

12

P.

N/A
REMARKS

84

Has a letter of representation
been obtained from management
in accordance with SAS No. 19

4.

a.

ii.

i.

Other?

Inventory?

Assets:

Do the working papers indicate
that the staff are informed
of new technical pronouncements,
regulatory requirements and
tax developments?

3.

:

Does firm policy require that
memoranda and working papers
explain the basis for resolution
of difficult accounting and
auditing problems?

2.

for

Have all procedures called for
in "audit programs" been signed
and dated?

1.

Q.

YES
NO

N/A

WORKING PAPERS

REMARKS
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•

a business combination,
FASBI No. 21, paragraphs
12-17;

For leases acquired in

3-5;

For determination of the
amount of the lessee's
guarantee of the residential
value of leased property,
FASBI No. 19, paragraphs

Have leases been analyzed to
determine their proper accounting
treatment?

6.

•

Have items of financial signif 
icance found in the company's
minutes, important contracts,
agreements, etc., been crossreferenced to supporting analyses?

Identity of related parties
and transactions with them?

c.

5.

Liabilities, commitments,
contingencies, and sub 
sequent events?

b.

Q.

YES
NO

N/A

WORKING PAPERS

REMARKS

86

7.

For leases involving part
of a building, FASBI No.

•

For loss on a sublease,
FASBI No. 27, paragraphs
2-3

•

Client journal entries
were reviewed and posted
to ledger records?

Year-end adjusting entries
(where appropriate) were
posted to ledger records?

a.

b.

Do the working papers contain
evidence that:

For purchase of a leased
asset, FASBI No. 26, para 
graph 5;

•

24, paragraph 6;

For leases of governmentowned property, FASBI No.
23, paragraphs 8 and 9;

•

Q.

YES
NO

N/A

WORKING PAPERS

REMARKS
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Initials of reviewer?

e.

Are all working papers in some
logical order, indexed and crossreferenced?

Date of preparation?

d.

11.

Account or subject matter
examined?

c.

Are odd-sized working papers
mounted on regular working
papers where appropriate?

Initials of preparer?

b.

10.

Name of client?

a.

:

Do individual working papers

9.

contain

Are the financial statement
amounts (including amounts in
notes) readily traceable to
working trial balance, lead
schedule or assembly sheets?

8.

Q.

YES
NO

N/A

WORKING PAPERS

REMARKS
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Were procedures applied to
unaudited replacement cost
information in accordance with
SAS No. 18?

Are all symbols (tick marks)
clearly explained?

Do the working papers avoid
unnecessary detail?

Have all notes, questions or
exceptions posed by staff men
performing the audit, been
followed up and resolved?

15.

16.

17.

A write-up concerning the
conclusion reached in
applying the sample used?

14.

b.

used?

A write-up discussing the
basis for the selections

If statistical sampling pro 
cedures were employed, do the
working papers contain:

13.

a.

Are sources of information
clearly documented?

12.

YES

Q.

NO

N/A

WORKING PAPERS

REMARKS
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Have notes, questions or ex 
ceptions posed by the partners
or managers review been resolved?

Are suggestions for changes
in audit procedures for the
next examination included in
the working papers?

Other remarks?

18.

19.

20.

YES

Q.

NO

N /A

WORKING PAPERS

REMARKS
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.

Informed of their respon 
sibilities and the objectives
of the procedures t h a t
they were to perform?

b.

Did it appear from the working
papers that staff assistants
were:

3.

Involved in the planning
process if at the seniorsupervisory level?

Was a written audit program
responsive to the needs of the
engagement developed in light
of strengths and weaknesses
of internal control, and ap 
proved by the parties in charge
of the engagement?

2.

a.

Did engagement planning appear
to include consideration of
the subjects detailed in SAS
No. 22, paragraphs 3 and 7?

YES
NO

N/A

AUDIT PLANNING, ADMINISTRATION AND REVIEW PROCEDURES

1.

R.

REMARKS
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Were significant fluctuations
in historical ratios investigated?

Were specialists such as computer
audit or industry specialists
utilized as needed?

If the firm has succeeded a
predecessor auditor, was there
appropriate communication with
the predecessor as to the reason
for the change?

Did the planning and execution
of the engagement include con 
sideration of the possibility
of errors and irregularities
such as override of control
procedures?

5.

6.

7.

Appropriately assigned
(i.e., did the senior
delegate work appropriately)?

d.

4.

Subjected to appropriate
review of their work per 
formed

YES
NO

N/A

REMARKS

AUDIT PLANNING, ADMINISTRATION AND REVIEW PROCEDURES

c.

R.

92

10.

Effective use of client ’s
staff to prepare analyses
and schedules?

Effective allocation of
work to preliminary (interim)
and year end dates?

b.

c.

a.

Development of estimates
and budgets for time re 
quired by various staff
classification?

Did audit planning and admin 
istration include:

Statistical sampling pro 
cedures?

Did it appear from the working
papers that appropriate consid 
eration was given to:

9.

a.

Were applicable industry ac 
counting and audit guides used
for the engagement?

YES
NO

N/A
REMARKS

AUDIT PLANNING, ADMINISTRATION AND REVIEW PROCEDURES

8.

R.

93

13.

a.

Did the work performed
and the report appear to
comply with SEC requirements
(especially recent releases) ?

If SEC reporting was required,

16 and 17?

Were errors, irregularities,
or illegal acts, if any, followedup in accordance with SAS Nos.

12.

Evaluation of time budgeted
for the engagement and
actual time incurred?

d.

If required by firm policy,
was an appropriate engagement
letter used?

Appropriate use of progress
reports during the engage 
ment?

c.

11.

Recording of actual time
incurred during the en 
gagement?

YES
NO

N/A
REMARKS

AUDIT PLANNING, ADMINISTRATION AND REVIEW PROCEDURES

b.

R.

94

If a comfort letter to
an underwriter was issued,
is it in accordance with

d.

Was consideration given to
compliance with provisions of
the Foreign Corrupt Practices
Act?

Other remarks?

15.

Have letters of comments
or verbal comments received
from the SEC been appro 
priately considered?

14.

e.

Was a concurring review
of the audit report by
a partner other than the
audit partner in charge
of the engagement conducted
prior to the issuance of
the report?

c.

professional standards?

If required by firm policy,
was an SEC checklist used?

YES
NO

N/A
REMARKS

AUDIT PLANNING, ADMINISTRATION AND REVIEW PROCEDURES

b.

R.
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ff

APB No. 8, para. 46 (AC 4063-4063B)
FASB I. No. 3, paras. 4 and 5 (AC 4063-1)

gg

FASB No. 13, paras. 16, 23, 47, and 48

hh

FASB No. 5, paras. 18 & 19 (AC 4311)
ARB No. 45, para. 16 (AC 4031)

ii

APB No. 11, paras. 57-62

(AC 4091-4091A)

jj

FASB No. 8, paras. 32-34

(AC 1083)

kk

APB No. 15, paras. 12-18, 20-23

C.

PERMANENT FILES

D.

INTERNAL CONTROL

(AC 4053)

(AC 2011-2011D)

(No cross references)

1.

SAS

2.

SAS No.
320.68)

1, sec. 320.54 and 320.64-320.68

3.

SAS

No.

1, sec. 320.55-320.63

4.

SAS

No.

1, sec. 320.55 & 320.56

No.

1, sec. 320.06-320.54

(AU 320.06-320.54)
(AU 320.54, 320.64-

(AU 320.55-320.63)

(AU 320.55-320.56)
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5.

SAS No. 3

(AU 321)

6.

SAS No. 9

(AU 322)

7.

SAS No. 1, sec. 320.64-320.75

8.

SAS No. 1, sec. 320

(AU 320)

E.

CASH (No cross references)

F.

RECEIVABLES

12.

SAS No. 1, sec. 331

18.

APB No. 21

19.

SAS No. 23, para. 8

(AU 331)

(AC 4111- 4111A)

G.

INVENTORIES

6.

SAS NO. 1, sec. 331

15.

SAS NO. 19

18.

SAS No. 23, para. 8

H.

(AU 320.64-320.75)

(AU 318)

(AU 331)

(AU 730)

(AU 318)

INVESTMENTS

10.

SAS NO. 1, sec. 332

(AU 332)

11.

SAS NO. 23, para. 8

(AU 318)

I.

PREPAID EXPENSES, INTANGIBLE ASSETS, PREFERRED CHARGES,
ETC.

7.

FASB No. 13, para. 12

8.

SAS No. 23, para. 8(AU 318)

J.

PROPERTY, PLANT AND EQUIPMENT

4.

FASB No. 13, paras. 6-14, 17, 18, 20-22 and 24-27
(AC 4053)
FASB No. 17, para. 8 if lease entered into or on
after January 1, 1978 (AC 4054)

8.

SAS No. 23, para. 8

K.

CURRENT LIABILITIES

15.
17.

APB No. 21

(AC 4053)

(AU 318)

(AC 4111-4111A)

SAS No. 23, para. 8

(AU 318)
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L.

LONG-TERM DEBT

7.

FASB
FASB
FASB
FASB

M.

DEFERRED CREDITS

4.

FASB No. 13, paras. 6-9, 17 & 18 (AC 4053)
FASB No. 22, paras. 14 & 15 (AC 4055)

5.

FASB No. 13 paras. 17b & 18b (AC 4053)

6.

SAS No. 23, para. 8

N.

COMMITMENTS AND CONTINGENCIES

3.

SAS No. 1, sections 560.10,

No.
No.
No.
No.

13,
17,
22,
23,

paras. 6-14 (AC 4053)
para. 8 (AC 4054)
paras. 12 & 14 (AC 4055)
paras. 7 & 8 (AC 4056)

(AC 318)

.11,

a

SAS No. 12, paras. 5a & 5d

b

SAS

No. 12, para. 5c (AU 337)

c

SAS

No. 12, para. 7

d

SAS

No. 12, paras. 8 & 9 (AU

337)

e

SAS

No. 12, paras. 10-14 (AU

337)

.12

(AU 560.10,

(AU 337)

(AU 337)

5.

FASB No. 13, para. 16

0.

CAPITAL ACCOUNTS

P.

INCOME AND EXPENSES

7.

FASB No. 8,
paras. 6-31
FASB No. 20, paras 9-14

8.

FASB No. 8,
paras. 16, 17 & 22-28 (AC 1083)
FASB No. 20, paras. 9-14 (AC 1084)

9.

FASB

10.

No. 5,

(AC 4053)

(No cross references)

paras. 8-15

(AC 1083)
(AC 1084)

(AC 4311)

FASB No. 21, paras. 12-16 (AC 2083)
FASB No. 14, paras. 6-8 (AC 2081)
SAS No. 21, paras. 1-7 (AU 435)

12.

a APB No. 15, para. 19 (AC 2011-2011D)
b
(i) APB No. 15, paras. 24-39 (AC 2011-2011D)
(ii) APB No. 15, paras. 40-42 (AC 2011-2011D)

.11,

.12)
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Q.

WORKING PAPERS

3.

SAS No. 4, paras. 15 & 16

(AU 160)

4.
b

SAS No. 1, sec. 560.12e (AU 560.12e)

c

SAS No. 6, para. 12b (AU 335)

6.

FASB No. 13, paras. 5-15, 17-22 & 24-47
FASB No. 23, paras. 7-9 (AC 4056)

R.

AUDIT PLANNING, ADMINISTRATION AND REVIEW PROCEDURES

2.

SAS No. 1, sec. 320
SAS No. 22, para. 5

(AU 320)
(AU 311)

3.
a

4.

SAS No. 1, sec. 310 (AU 310)
SAS No. 4, paras. 11 & 12 (AU 160)

b

SAS No. 22, para. 10

(AU 311)

c

SAS No. 22, para. 11

(AU 311)

SAS No. 23, paras. 8-10

(AU 318)

5.

SAS No. 1, sec. 210 (AU 210)
SAS No. 3, para. 4 (AU 321)
SAS No. 4, para. 7 (AU 160)

6.

SAS No. 7, paras. 4-7

7.

SAS No. 16, paras. 6-15

(AU 315)
(AU 327)

(AC 4053)

